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Subject MAS Panel Wants More Feedback 

H1story l!i'O Th1s message has been forwarded 

Pat 

I've submitted several comments to Lesa Scott for the MAS advisory panel to possibly cons1der, g1ven 
toclay's not1ce 1n GSA lnS1te, I've consolidated all of them Into one message for the panel 

~ §} 
IFF As a Line Item charge doc Cancel Low Sales MAS Contractors doc IFF Grace Penod doc 
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Director- Northeast Operations Center 
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I've been th1nk1ng about thrs for the past thrrteen years and have suggested rt many different 
times to many different senror managers, maybe th1s IS fundamental change the MAS panel mrght 
want to consrder 

- Report the IFF as a Separate L1ne Item on Customer Invoices 

Thrrteen years ago, when the MAS IFF was frrst rntroduced, lhe legacy FSS managers drd not 
consider prrc1ng the IFF as a separate hne 1tem because the adm1mstratron at that trme believed 
that a separate line 1tem IFF had the look and feel of a GSA "tax" appeanng on contractor 
mvo1ces to federal customers The Clinton admmrstrat1on wanted noth1ng to do With anythrng that 
looked hke rt was levyrng a tax H1story has proved that concept false stnce many other competing 
schedule-like acqurs1ttons list the "contract access fee" as a separate hne 1tem on 1nvo1ces 
1ncludrng our own FAS Assrsted Acqurs1tron Serv1ce 

The fee was a new concept to federal MAS customers thirteen years ago, however, today rt's 
understood as a way of conductrng busrness across varaous compet1ng acqu1s1tron vehicles I 
suggest that 1t IS t1me to consider 1tst1nq the fee drrectly on contractor rnvorces as a separate hne 
!!!ml. because dorng so has two rmportant advantages 

1) BUIIdrng the fee rnto the MAS prrce becomes an overwhelmrng 1ssue when FAS dec1des to 
e1ther ra1se or lower the fee Presently, bu1ldrng a fee Into a base prrce and then trymg to change 
the fee IS a complicated and tediOus process for rndustry because 1t requrres them to change 
every accounting record, every rndlvrdualrtem on every pnce list, and every marketrng publication 
rf GSA dec1des to change 1ts fee 

I suggest that GSA requ1res 1ts contractors to hst the fee on 1nvo~ees as 1ts own separate hne 1tem, 
thus no 1nd1vrdual pnces (for all15 m1lhon products sold under schedule) would ever have to be 
rnd1v1dually changed The marketing pubhcatrons would all sbll valtd, prrce lists would st11l be still 
valid , and the only th1ng that changes (resulting from an IFF change) 1s the bottom hne fee on 
rndtv1dual mvo1ces 

I do not believe that you were work1ng at GSA when we last changed the fee from one to three 
quarters of one percent - 1t took us years for GSA to get 1t rrght and even today, we sttll fmd the 
occas1onal vendor that d1dn't lower the fee aga1nst h1s pnces It's no wonder that 1ndustry objects 
so strongly to any IFF percentage changes - theer admtmstrattve efforts equal a total n1ghtmare 

2) In 1995 my strongest objection to our s1ngular fee structure was the notron that GSA dtd 
noth1ng to reward 1ts best and most favored federal customers If a GSA MAS customer were to 
place an order for a mllhon dollars, the fee 1s 3/4 of 1 percent, whereas 1f another GSA MAS 
customer places orders for $1 ,000- guess what- the fee rs stlll3/4 of 1 percent 

What IS the general message that we are send1ng to our customers With our fee prrcmg structure? 
You heard 1t f1rst-hand dunng your panel meet1ng, and that 1s GSA really 1sn't that rnterested 1n 
tts customers recelvtng the very best prrces Our s1mple but uncreative fee structure sets the tone 
for th1s very argument Acqu1s1t1on professionals 1n GSA probably believe that contractors would 
pnce the mllhon dollar order QUite a b1t dtfferently from the one-thousand dollar order (and that 
may happen) Notwtthstand1ng, the larger quest1on shU looms what IS GSA do1ng to fac1htate 
and encourage that best-value pnctng process and show tndustry and our customers exactly 
where we stand on th1s matter? The message should be loud and clear the largest orders from 
our most favored agency customers usrng our schedule as therr acqu1Silron vehtcle of cho1ce lead 
to a shd1ng fee based on volume The smartest way to meet and accomplish thiS obJecttve 
requtres fundamental change to our fee dtsclosure (drrectly on nvo1ces versus built mto prrces) 
methods 

In summary, as smart as 1t was th1rteen years ago to build the fee d1rectty mto the contractor­
charged pnces, 1t was probably fundamentally flawed to do such a thtng Pnc1ng the rndustnal 
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Just read the latest comments from the MAS Advisory panel concern1ng MAS contractors and row 
sales (spec1f1cally Justice's Eldred Jackson) I've g1ven the low sales 1ssue some thought m the 
past and here are my comments for possible ways to fundamentally change the MAS low sales 
contract requirements 

1) Most compames th1nk that they have been awarded a f1ve-year contract • I suggest that we 
JUSt s1mply leave the contract 1n place for 5 years thus avo1d1ng any gnef and angst assoc1ated 
wath low sales cancellation process After f1ve years, 1f the m1n1mum sales amount of $100K (or 
some new and higher threshold) hasn't been generated 1n the prev1ous f1ve years - the PCO does 
not award an option year extension, and 

2) If the farm qu1ckly and automatically submtts a new bid, the failure to extend any opt1on penod 
due to msufflctent sales will not be consrdered until the f1rm submtts 1ts get-well busaness plan 
along wath tts marketrng strategy for the follow-on ftve year penod As a means to avoad any 
argument that we are somehow suspendtng a btdder from any new offers and submtsstons, the 
award of any automatrc new offer must ftrst cons1der the btdder-developed markettng plan 

3) Alternatively, smce most companaes thmk that they have a ftve-year contract, and tf GSA 
cons1ders f1ve years s1mply too long for us to admrmster the contract Without any sales, then 
constder thas 

·Award a two-year contract, wath three sax-year opt1on penods, GSA wall expect that S25K (or 
some new and 
higher number) m sales wall occur tn the farst two years, and If not 

• no s1x-year contract extens1on wall be awarded The get-well bus1ness and marketang plans 
mentroned above w11l apply to any bidder's automatic re-offer 

and lastly, my strongest suggest•on 

4) The $25K mammum annual requarement seems rag1d and arbttrary and certa1nly doesn't 
consider any past h1story of cyclical sales fluctuattons 

I suggest a new way of evaluatang whether the contractor meets the mmtmum sales crttena 
average the sales over the past f1ve or more years Averag1ng doesn't seem to apply 1n the clause 
as 1t's presently wratten A rev1sed sales cntena clause should take the average of the contractor's 
sales, and those averaged sales must then exceed our m1mmum annual requtrement Plenty of 
PCOs and a few ACOs already now thank that averag1ng 1s presenby the means for evaluation (of 
course 1t's not) - but mcons1stenc1es presently ex1stan the tnterpretat1on - another good reason to 
re-thtnk what IS the best way to manage mm1mum sales 

The poster boy for thts argument ts our IT servtce contractor w1th prev1ous sales of 42 m1lhon 
dollars • yet the f1rm does not have any sales w1than the past several years - regardless, we have 
proposed contract cancellataon Thts tS consistent 1n accordance w1th the present low-sales 
gutdehnes - nevertheless - at's also arguable that th1s f1rm should keep tts contract us•ng sales 
averag1ng (see my further comments below of the nature of serv1ce contracts} 

You may not have been aware of my Involvement back tn the mtd-1990s when the mmamum 
sales clause was ftrst wntten I suggested that smce no one tn GSA had any tdea of how long 1t 
takes for a new MAS contractor to ramp-up and generate sales, allowmg for JUSt two-years to 
generate $25K tn sales along wtth the $25K annual sales requirement thereafter maght be stmply 
arbttrary No bustness case analysts was ever presented 1n 1995 as to where and why these 
requirements exrst So, how IS at that we have such a clause? 

Paradigms 
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funding fee as a separate line 1tem would be w1dely accepted by Industry as an acknowledgment 
of the1r challenges they must face 1f GSA were to ever agatn ratse or lower the IFF Our 
customers would w1dely accept the hne-1tem IFF and any shd1ng fee associated w1th large 
customer 1nvo1ces as an acknowledgement by GSA that pnc1ng assoctated w1th loyal and 
returntng customer has 1ts rewards, rewards giVen by GSA dtrectly to 1ts customers rather than 
relytng solely on contractor-based pnce reductiOns that we now promote (and hope that our 
customers rece1ve) 

The poss1bthtles are endless 1f GSA were to hst the MAS IFF as 1ts own separate hne 1tem on 
contractor mvo1ces and may even help the GSA wrth arguments from customers that we are not 
do1ng enough to guarantee that customers recetve the very best pnces when they choose the 
Multiple Award Schedules as the1r preferred acqu1stllon vehiCle 
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Industnal Fundmg Fee -15 Day Grace Penod 

Tlurteen years ago, the schedules program only had to concern ttselfwtth about 3,000 
contractors reportmg 2 7 btlhon dollars m sales 

Today, tt's 18,000 contractors reportmg over 36 balhon dollars m sales resultmg from an 
overall schedules program growth of about 10 to 12% per year Desptte that phenomenal 
growth, for the past tlurteen years, we only allow our vendor partners JUSt 30 days to 
collect, sumrnartze and 1tenuze 36 bllhon dollars m sales and then pay the Industnal 
Fundmg Fee agamst those sales m the same 30 day penod 

It ts stmply tmpractacal to expect 36 btlhon dollars (9 btlhon dol1ars per quarter) worth of 
sales to collected, sununanzed and paJd to GSA m such a short 30 day penod 

I offer the folJowmg suggest1on as part of an mdustry GSAM announcement Report the 
IFF m the 30-day wmdow followmg a quarter's end (no change), however, encourage our 
vendor partners to pay the IFF wtthm the same 30-day penod but then allow a 15-day 
"grace" penod for mdustry to pay the IFF electromcally (Note that the proposed GSAM 
changes now requ1re electroruc payment, 1 e no more paper checks as IFF submittals) 

The benefit to mdustry wtll be enormous- too many firms have soplusttcated accounts 
payable software, processmg times from one department (collectmg the sales) to the next 
(accounts payable) ts stmply not conductve to a 30-day turnaround A grace penod 1s JUSt 
that- we are ·not changmg our expectation that the IFF as still reqwred to be paJd m 30 
days, we are Simply acknowledg:mg that some firms have more comphcated processmg 
t1mes that others 
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Many of the managers that helped develop the m1mmum sales cntena clause 1n 1995 were not 
managers w1th the full range of expenence associated w1th 1010 contracts - the schedule program 
as we know et today was 1n 1ts Infancy 1n 1995 - Global Supply was pnmanly the largest ex1st1ng 
program (and parad1gm) w1th1n the legacy FSS In the Global Supply world - 1t probably makes 
sense to thmk linearly and predictably - managers were used to steady ebb and flow of pretty 
much the same amount and type of Global Supply orders and products entenng the supply 
system 

S1nce the 1010 world IS a totally d1fferent acquisition world from Global Supply, the nature of 1010 
programs IS one where predtctab1llty IS not guaranteed, work 1s conltnually competed w1th1n 
ex1st1ng programs, and work rece1ved today by a serv1ce contractor goes elsewhere tomorrow 
Serv1ce contractmg f1ts the unpredictable and nonlinear model at the rnd1v1dual contract level - rt's 
the nature of the work - and I beheve that my suggestions above acknowledge the nature of 1010 
contracts thus allow1ng for more flex1b1hty 1n our memmum sales evaluatron cntena and makeng tor 
a wiSer and contanually 1mprovrng GSA Our rndustry partners would probably buy-en to some of 
these suggestion With vrgor 

Hope that you f1nd these comments helpful, I very much hke what the panel 1s descusstng - n1ce 
JOb 
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